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In recent years, the revolutionary changes of IT and the rise of knowledge 
economy have encouraged the further development of economic globalization and a 
new round of international industrial transfer.  As an important form of international 
transfer in services and a key symbol of service globalization, service outsourcing has 
experienced rapid growths in scale and increasing richness in contents, and become a 
new area of economic theoretical researches in both domestic and foreign academia. 
Currently most researches made by Chinese and foreign scholars mainly focus on 
developed countries and are from the perspectives of service outsourcers.  They 
analyze the causes of service outsourcing and its effects on employment and industrial 
performances.  The paper employs the tool of revised Horizontal Industrial Theory, 
and makes the study of service outsourcing’s functions in the framework of global 
industrial transfer and from the perspectives of developing countries as service 
outsourcing undertakers.  It also analyzes the differential features of service 
outsourcing on developing countries based on the variety of service outsourcing’s 
management modes.  The paper initiates that service outsourcing provides the 
possibility of a low cost, rapid and efficient way of development for those less 
developed countries. 
Service outsourcing plays a positive role in the optimization of developing 
countries’ industrial structure.  Based on the horizontal analysis of R&D, marketing 
and manufacturing parts of service outsourcing in developing countries, it is 
concluded that service outsourcing promotes developing countries’ economic 
improvement from manufacturing part dominated by traditional factors to R&D and 
marketing parts dominated by high-level productive factors, so as to improve their 
status in the global value chain of industrial transfer.  The process of service 
outsourcing is the one that developed countries outsource the R&D, manufacturing 
and marketing parts of certain industries to those developing countries.  This model 













productive factors’ percentage in local economies, is much different from traditional 
linear model of industrial transfer, and opens up new options for developing countries’ 
industrial upgrading. 
Given the low percentage of R&D and marketing parts dominated by high-level 
productive factors, traditional service outsourcing does not play an outstanding role in 
promoting developing countries’ economic development and industrial upgrading.   
It is therefore suggested that developing countries should not over emphasize its low 
costs of labor in attracting outsourcing businesses.  Rather, they shall take effective 
measures to improve local labor’s quality and level of education, so as to increase the 
percentage of high-level productive factors in their industrial structure such as 
knowledge.  It is also suggested that national functional be given a full play in this 
regards.  Risks shall be well managed, and the relations between manufacturing and 
service outsourcing be carefully handled with.  China, as a key developing country 
for service outsourcing businesses, has various similarities and uniqueness when 
compared with India and other developing countries.  It shall take more proactive 
policies to guide the healthy and managed development of service outsourcing. 
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